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acquired and in determining that por-
tion of the basis of property properly
attributable to construction, recon-
struction, or erection after August 15,
1971.

[T.D. 7203, 37 FR 17133, Aug. 25, 1972]

RULES FOR COMPUTING CREDIT FOR
EXPENSES OF WORK INCENTIVE PROGRAMS

§ 1.50A–1 Determination of amount.
(a) In general. Except as otherwise

provided in this section and in § 1.50A–
2, the amount of the work incentive
program (WIN) credit allowed by sec-
tion 40 for the taxable year is equal to
20 percent of the taxpayer’s WIN ex-
penses (as determined under paragraph
(a) of § 1.50B–1). The amount equal to 20
percent of the WIN expenses shall be
referred to in this section and §§ 1.50A–
2 through 1.50B–5 as the ‘‘credit
earned.’’

(b) Limitation based on amount of tax.
Notwithstanding the amount of the
credit earned for the taxable year,
under section 50A(a)(2) the credit al-
lowed by section 40 for the taxable year
is limited to—

(1) If the liability for tax (as defined
in paragraph (c) of this section) is
$25,000 or less, the liability for tax; or

(2) If the liability for tax is more
than $25,000, then, the first $25,000 of
the liability for tax plus 50 percent of
the liability for tax in excess of $25,000.
However, such $25,000 amount may be
reduced in the case of certain married
individuals filing separate returns (see
paragraph (e) of this section); corpora-
tions which are members of a con-
trolled group (see paragraph (f) of this
section); estates and trusts (see para-
graph (c) of § 1.50B–3); and organiza-
tions to which section 593 applies, regu-
lated investment companies or real es-
tate investment trusts subject to tax-
ation under subchapter M, chapter 1 of
the Code, and cooperative organiza-
tions described in section 1381(a) (see
§ 1.50B–5). The excess of the credit
earned for the taxable year over the
limitations described in this paragraph
for such taxable year is an unused cred-
it which may be carried back or for-
ward to other taxable years in accord-
ance with § 1.50A–2.

(c) Liability for tax. For the purpose of
computing the limitation based on

amount of tax, section 50A(a)(3) defines
the liability for tax as the income tax
imposed for the taxable year by chap-
ter 1 of the Code, reduced by the sum of
the credits allowable under—

(1) Section 33 (relating to taxes of
foreign countries and possessions of the
United States,

(2) Section 37 (relating to credit for
the elderly),

(3) Section 38 (relating to investment
in certain depreciable property), and

(4) Section 41 (relating to contribu-
tions to candidates for public office).
For purposes of this paragraph, the tax
imposed for the taxable year by section
56 (relating to imposition of minimum
tax for tax preferences), section
72(m)(5)(B) (relating to 10 percent tax
on premature distributions to owner-
employees), section 402(e) (relating to
tax on lump sum distributions), section
408(f) (relating to additional tax on in-
come from certain retirement ac-
counts), section 531 (relating to imposi-
tion of accumulated earnings tax), sec-
tion 541 (relating to imposition of per-
sonal holding company tax), or section
1378 (relating to tax on certain capital
gains of subchapter S corporations),
and any additional tax imposed for the
taxable year by section 1351(d)(1) (re-
lating to recoveries of foreign expro-
priation losses), shall not be considered
tax imposed by chapter 1 of the Code
for such year. Thus, the liability for
tax for purposes of computing the limi-
tation based on amount of tax for the
taxable year is determined without re-
gard to any tax imposed by sections 56,
72(m)(5)(B), 402(e), 408(f), 531, 541,
1351(d)(1) or 1378 of the Code. In addi-
tion, any increase in tax resulting from
the application of section 50A (c) and
(d) and § 1.50A–3 (relating to recompu-
tation of credit allowed due to early
termination of employment by em-
ployer, or failure to pay comparable
wages) shall not be treated as tax im-
posed by chapter 1 of the Code for pur-
poses of computing the liability for
tax. See section 50A (c)(3) and (d)(2).

(d) Example. The application of para-
graphs (a), (b), and (c) of this section
may be illustrated by the following ex-
ample:

Example. X Corporation’s WIN expenses for
its taxable year ending December 31, 1973,
are $500,000. X’s credit earned for its taxable
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year is $100,000 (20 percent of $500,000). X’s in-
come tax for such year, computed without
regard to credits against tax and without re-
gard to any tax imposed by section 56, 531,
541, 1351(d)(1) or 1378, is $190,000. That amount
includes $5,000 resulting from the application
of section 50A(c)(3) and § 1.50 A–3. X is al-
lowed under section 33 a foreign tax credit of
$50,000. X’s liability for tax is computed as
follows:
Income tax (including increase in tax under sec-

tion 50A(c)(3), but before any credits and
without regard to any tax imposed by section
56, 531, 541, 1351(d)(1) or 1378) ................... $190,000

Less:
Increase in tax resulting from

application of section
50A(c)(3) ............................. $5,000

Foreign tax credit .................... 50,000

55,000

Liability for tax ....................................... 135,000

Under section 50A(a)(2) and paragraph (b) of
this section, X’s limitation based on amount
of tax for the taxable year is $80,000 ($25,000
plus 50 percent of $110,000). X Corporation’s
credit allowed by section 40 for the taxable
year therefore is $80,000. X has an unused
credit for the year of $20,000 ($100,000 less
$80,000) which it may carry back or forward
to other taxable years in accordance with
§ 1.50A–2.

(e) Married individuals. If a separate
return is filed by a husband or wife, the
limitation based on amount of tax
under paragraph (b) of this section
shall be computed by substituting a
$12,500 amount for the $25,000 amount
in applying such paragraph (b). How-
ever, this reduction of the $25,000
amount to $12,500 applies only if the
taxpayer’s spouse is entitled to a credit
under section 40 for the taxable year of
such spouse which ends with, or within,
the taxpayer’s taxable year. The tax-
payer’s spouse is entitled to a credit
under section 40 either because of in-
curring WIN expenses for such taxable
year of the spouse (whether directly in-
curred by such spouse or whether ap-
portioned to such spouse, for example,
from an electing small business cor-
poration, as defined in section 1371(b)),
or because of a credit carryback or car-
ryover to such taxable year under
§ 1.50A–2. The determination of whether
an individual is married shall be made
under the principles of section 143 and
the regulations thereunder.

(f) Apportionment of $25,000 amount
among component members of a controlled

group—(1) In general. In determining
the limitation based on amount of tax
under section 50A(a)(2) in the case of
corporations which are component
members of a controlled group of cor-
porations on a December 31, only one
$25,000 amount is available to such
component members for their taxable
years that include such December 31.
See subparagraph (2) of this paragraph
for apportionment of such amount
among such component members. See
subparagraph (3) of this paragraph for
the definition of ‘‘component mem-
ber.’’

(2) Manner of apportionment. (i) In the
case of corporations which are compo-
nent members of a controlled group on
a particular December 31, the $25,000
amount may be apportioned among
such members for their taxable years
that include such December 31 in any
manner the component members may
select, provided that each such member
less than 100 percent of whose stock is
owned, in the aggregate, by the other
component members of the group on
such December 31 consents to an appor-
tionment plan. The consent of a com-
ponent member to an apportionment
plan with respect to a particular De-
cember 31 shall be made by means of a
statement signed by a person duly au-
thorized to act on behalf of the con-
senting member, stating that such
member consents to the apportionment
plan with respect to such December 31.
The statement shall set forth the
name, address, employer identification
number, and taxable year of each com-
ponent member of the group on such
December 31, the amount apportioned
to each such member under the plan,
and the location of the Internal Rev-
enue Service center where the state-
ment is to be filed. The consent of
more than one component member may
be incorporated in a single statement.
The statement shall be timely filed
with the Internal Revenue Service cen-
ter where the component member hav-
ing the taxable year first ending on or
after such December 31 files its return
for such taxable year and shall be ir-
revocable after such filing. If two or
more component members have the
same such taxable year, a statement of
consent may be filed by any one of
such members. Such statement shall be
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considered as timely filed if filed on or
before the due date (including any ex-
tensions of time) of such member’s in-
come tax return which includes such
December 31. However, if the due date
(including any extensions of time) of
the return of such member is on or be-
fore December 15, 1972, the required
statement shall be considered as time-
ly filed if filed on or before March 15,
1973. Each component member of the
group on such December 31 shall keep
as a part of its records a copy of the
statement containing all the required
consents.

(ii) An apportionment plan adopted
by a controlled group with respect to a
particular December 31 shall be valid
only for the taxable year of each mem-
ber of the group which includes such
December 31. Thus, a controlled group
must file a separate consent to an ap-
portionment plan with respect to each
taxable year which includes a Decem-
ber 31 as to which an apportionment
plan is desired.

(iii) If an apportionment plan is not
timely filed, the $25,000 amount speci-
fied in section 50A(a)(2) shall be re-
duced for each component member of
the controlled group, for its taxable
year which includes a December 31, to
an amount equal to $25,000 divided by
the number of component members of
each group on such December 31.

(iv) If a component member of the
controlled group makes its income tax
return on the basis of a 52–53 week tax-
able year, the principles of section
441(f)(2)(A)(ii) and paragraph (b)(1) of
§ 1.441–2 apply in determining the last
day of such taxable year.

(3) Definitions of controlled group of
corporations and component member of
controlled group. For the purpose of this
paragraph, the terms ‘‘controlled group
of corporations’’ and ‘‘component
member’’ of a controlled group of cor-
porations shall have the same meaning
assigned to those terms in section 1563
(a) and (b) and the regulations there-
under. For purposes of applying
§ 1.1563–1(b)(2)(ii)(c), an electing small
business corporation shall be treated as
an excluded member whether or not it
is subject to the tax imposed by section
1378.

(4) Members of a controlled group filing
a consolidated return. If some compo-

nent members of a controlled group
join in filing a consolidated return pur-
suant to § 1.1502–3(a)(3), and other com-
ponent members do not join, then, un-
less a consent is timely filed appor-
tioning the $25,000 amount among the
group filing the consolidated return
and the other component members of
the controlled group, each component
member of the controlled group (in-
cluding each component member which
joins in filing the consolidated return)
shall be treated as a separate corpora-
tion for purposes of equally appor-
tioning the $25,000 amount under sub-
paragraph (2)(iii) of this paragraph. In
such case, the limitation based on the
amount of tax for the group filing the
consolidated return shall be computed
by substituting for the $25,000 amount
the total of the amount apportioned to
each component member which joins in
filing the consolidated return. If the af-
filiated group, filing the consolidated
return and the other component mem-
bers of the controlled group adopt an
apportionment plan, the affiliated
group shall be treated as a single mem-
ber for the purpose of applying sub-
paragraph (2)(i) of this paragraph.
Thus, for example, only one consent ex-
ecuted by the common parent to the
apportionment plan is required for the
group filing the consolidated return. If
any component member of the con-
trolled group which joins in the filing
of the consolidated return is an organi-
zation to which section 593 applies or a
cooperative organization described in
section 1381(a), rules similar to the
rules contained in paragraph (a)(3)(ii)
of § 1.1502–3 are applicable.

(5) Examples. The provisions of this
paragraph may be illustrated by the
following examples:

Example 1. At all times during 1972 Smith,
an individual, owns all the stock of corpora-
tions X, Y, and Z. Corporation X files an in-
come tax return on a calendar year basis.
Corporation Y files an income tax return on
the basis of a fiscal year ending June 30. Cor-
poration Z files an income tax return on the
basis of a fiscal year ending September 30.
On December 31, 1972, X, Y, and Z are compo-
nent members of the same controlled group.
X, Y, and Z all consent to an apportionment
plan in which the $25,000 amount is appor-
tioned entirely to Y for its taxable year end-
ing June 30, 1973 (Y’s taxable year which in-
cludes December 31, 1972). Such consent is
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timely filed. For purposes of computing the
credit under section 40, Y’s limitation based
on amount of tax for its taxable year ending
June 30, 1973, is so much of Y’s liability for
tax as does not exceed $25,000, plus 50 percent
of Y’s liability for tax in excess of $25,000. X’s
and Z’s limitations for their taxable years
ending December 31, 1972, and September 30,
1973, respectively, are equal to 50 percent of
X’s liability for tax and 50 percent of Z’s li-
ability for tax. On the other hand, if an ap-
portionment plan is not timely filed, X’s lim-
itation would be so much of X’s liability for
tax as does not exceed $8,333.33, plus 50 per-
cent of X’s liability in excess of $8,333.33, and
Y’s and Z’s limitations would be computed
similarly.

Example 2. At all times during 1972, Jones,
an individual, owns all the outstanding stock
of corporations P, Q, and R. Corporations Q
and R both file returns for taxable year end-
ing December 31, 1972. P files a consolidated
return as a common parent for its fiscal year
ending June 30, 1973, with its wholly owned
subsidiaries N and O. On December 31, 1972,
N, O, P, Q, and R are component members of
the same controlled group. No consent to an
apportionment plan is filed. Therefore, each
member is apportioned $5,000 of the $25,000
amount ($25,000 divided equally among the
five members). The limitation based on the
amount of tax for the group filing the con-
solidated return (P, N, and O) for the year
ending June 30, 1973 (the consolidated tax-
able year within which December 31, 1972,
falls), is computed by using $15,000 instead of
the $25,000 amount. The $15,000 is arrived at
by adding together the $5,000 amounts appor-
tioned to P, N, and O.

[38 FR 6152, Mar. 7, 1973, as amended by T.D.
7636, 44 FR 47049, Aug. 10, 1979]

§ 1.50A–2 Carryback and carryover of
unused credit.

(a) Allowance of unused credit as
carryback or carryover—(1) In general.
Section 50A(b)(1) provides for
carrybacks and carryovers of any un-
used credit. An unused credit is the ex-
cess of the credit earned for the taxable
year (as determined under paragraph
(a) of § 1.50A–1) over the limitation
based on amount of tax for such tax-
able year (as determined under para-
graph (b) of § 1.50A–1). Subject to the
limitation contained in paragraph (b)
of this section, an unused credit shall
be added to the amount allowable as a
credit under section 40 for the years to
which the unused credit can be carried.
The year with respect to which an un-
used credit arises shall be referred to in

this section as the ‘‘unused credit
year.’’

(2) Taxable years to which unused cred-
it may be carried. An unused credit shall
be a work incentive program (WIN)
credit carryback to each of the 3 tax-
able years preceding the unused credit
year and a WIN credit carryover to
each of the 7 taxable years succeeding
the unused credit year, except that an
unused credit shall be a carryback only
to taxable years beginning after De-
cember 31, 1971. An unused credit must
be carried first to the earliest of the
taxable years to which it may be car-
ried, and then to each of the other tax-
able years (in order of time) to the ex-
tent that the unused credit may not be
added (because of the limitation con-
tained in paragraph (b) of this section)
to the amount allowable as a credit
under section 40 for a prior taxable
year.

(b) Limitation on allowance of unused
credit. The amount of the unused credit
from any particular unused credit year
which may be added to the amount al-
lowable as a credit under section 40 for
any of the preceding or succeeding tax-
able years to which such credit may be
carried shall not exceed the amount by
which the limitation based on amount
of tax for such preceding or succeeding
taxable year exceeds the sum of (1) the
credit earned for such preceding or suc-
ceeding year, and (2) other unused cred-
its carried to such preceding or suc-
ceeding year which are attributable to
unused credit years prior to the par-
ticular unused credit year.

(c) Corporate acquisitions. For the car-
ryover of unused credits in the case of
certain corporate acquisitions, see sec-
tion 381(c)(24) and the regulations
thereunder. [§ 1.381(c)(24)–1]

(d) Periods of less than 12 months. A
fractional part of a year which is con-
sidered as a taxable year under sec-
tions 441(b) and 7701(a)(23) shall be
treated as a preceding or a succeeding
taxable year for the purpose of deter-
mining under section 50A(b) and this
section the taxable years to which an
unused credit may be carried.

(e) Example. The provisions of para-
graphs (a) through (d) of this section
may be illustrated by the following ex-
ample:
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